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MICROSAIC SYSTEMS LIMITED

DIRECTORS' REPORT
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

The directors present their report and financial statements for the seven month peried ended 31
December 2010.

Principal activities
The principal activity of the company continued to be that of research and development of
microengineered systems and devices.

Accounting reference date

‘The company has changed its accounting reference date to 31 December from 31 May and has prepared
these financial statements for the seven months to 31 December 2010. The next financial statements will
be prepared for the year ending 31 December 2011.

Directors
The following directors have held office since 1 June 2010:

E M Yeatman
A P Finlay

A S Holmes
PR Selway
J C Ramage
C I Nicholl

Directors' interests
The directors' interests in the shares of the company were as stated below:
Ordinary shares of 1p cach

31 December 2010 1 June 2610
EM Yeatman 2,670 2,670
A P Finlay 2,019 2,019
A S Holmes 2,490 2,490
PR Selway 330 330
JC Ramage 128 128

C J Nicholl 2,050 2,050

Directors' share options
The following directors held share options for the company's Ordinary 1p shares during the period:

A P Finlay;

225 share options were granted on 29 March 2006 at an exercise price of £3.39

640 share options were granted on 15 October 2004 at an exercise price of £3.55

100 share options were granted on 20 February 2008 at an exercise price of £1,500.00
50 share options were granted on 3 December 2010 at an exercise price of £300.00

C J Nicholl:
300 share options granted on 24 May 2006 at an exercise price of £500.00

There were no exercises of share options by directors during the period.
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MICROSAIC SYSTEMS LIMITED

DIRECTORS' REPORT (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

Significant shareholdings
The shareholders, excluding directors, having a beneficial interest in 3% or more of the company's
shares as at 31 December 2010 were as follows:

No. of shares Percentage
R Syms 3,220 14.90%
Imperial Innovations Businesses LLP 2,000 9.30%
N Wray 1,555 7.20%

IM Finn Nominees Limited 1,005 4.70%

Employee share options

There were no share options exercised by company employees during the period.

As at 31 December 2010 there were 1,070 share options held by employees (excluding directors) for the
company's Ordinary 1p shares, with an average exercise price of £421.96.

Auditors
Saffery Champness have expressed their willingness to remain in office as auditors of the company.

Statement of directors' responsibilities
The directors are responsible for preparing the Directors' Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepied Accounting Practice (United Kingdom Accounting Standards and applicable law).
Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the
company for that period, In preparing these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities,
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MICROSAIC SYSTEMS LIMITED

DIRECTORS' REPORT (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

Statement of disclosure to auditors

So far as each director is aware, there is no relevant audit information of which the company's auditors
are unaware. Additionally, the directors have taken all the necessary steps that they ought to have taken
as directors in order to make themselves aware of all relevant audit information and to establish that the
company's auditors are aware of that information.

This report has been prepared in accordance with the special provisions relating to small companies
within Part 15 of the Companies Act 2006.

On behalf of the board

..............................
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MICROSAIC SYSTEMS LIMITED

INDEPENDENT AUDITORS' REPORT
TO THE MEMBERS OF MICROSAIC SYSTEMS LIMITED

We have audited the financial statements of Microsaic Systems Limited for the seven month period
ended 31 December 2010 set out on pages 6 to 12. The financial reporting framework that has been
applied in their preparation is applicable law and the Financial Reporting Standard for Smaller Entities
(effective April 2008) (United Kingdom Generally Accepted Accounting Practice applicable to Smaller
Entities).

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company's members those matters we are required to state to them in an auditors' report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the company and the company's members as a body, for our audit work, for this report, or for
the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 2, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view. Our responsibility is to audit the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the company's circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the directors; and the overall
presentation of the financial statements.

Opinion on financial statements

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 31 December 2010 and of its loss
for the seven month period then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice applicable to Smaller Entities; and

- have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors' Report for the financial seven month period for
which the financial statements are prepared is consistent with the financial statements.
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MICROSAIC SYSTEMS LIMITED

INDEPENDENT AUDITORS' REPORT {continued)
TO THE MEMBERS OF MICROSAIC SYSTEMS LIMITED

Matters on which we are required to report by exception

‘We have nothing to report in respect of the following matters where the Companies Act 2006 requires us

to report to you if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

- the financial statements are not in agreement with the accounting records and returns; or

- certain disclosures of directors' remuneration specified by law are not made; or

- we have not received all the information and explanations we require for our audit; or

- the directors were not entitled to prepare the financial statements and the directors' report in
accordance with the small companies regime.

A sy A

Andrew Arnoft (Senior Statutory Auditor) .
for and on behalf of Saffery Champness / ..... 'A ........... Lel ‘

Chartered Accountants
Statutory Auditors Lion House
Red Lion Street

London
WCIR 4GB
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MICROSAIC SYSTEMS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

Period
ended
31 December
2010
Notes £
Turnover 196,737
Cost of sales {700,372)
Gross loss {503,635)
Administrative expenses (389,538)
Operating loss 2 {893,193)
Other interest receivable and similar
income 3 6,752
Loss on ordinary activities before
taxation (886,441)
Tax on loss on ordinary activities 4 85,128
Loss for the period 11 (801,313)

The notes on pages 8 to 12 form part of these financial statements.

Year
ended
31 May
2010
£

396,008
(1,048,450)
(652,352)
(685,555)

(1,337,907)
7,756

(1,330,151)
186,085

(1,144,066)

Page 6



MICROSAIC SYSTEMS LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2010

31 December 31 May
2010 2010
Notes £ £ £ £
Fixed assets
Intangible assets 5 129,942 121,276
Tangible assets 6 103,567 130,361
233,509 251,637
Current assets
Stocks 7,307 10,213
Debtors iy 404,364 340,193
Cash at bank and in hand 674,212 1,251,686
1,085,883 1,602,092
Creditors; amounts falling due
within one year 8 (444,073) (177,097)
Net current assets 641,810 1,424,995
Total assets less current liabilities 875,319 1,676,632
Capital and reserves
Called up share capital 10 216 216
Share premium account 11 4,904,283 4,604,283
Profit and loss account 11 (4,029,180} (3,227,867)

Shareholders' funds 875,319 1,676,632

These financial statements have been prepared in accordance with the special provisions relating to smalil
companies within Part 15 of the Companies Act 2006 and with the Financial Reporting Standard for
Smaller Entities {effective April 2008).

The notes on pages 8 to 12 form part of these financial statements.

Approved by the Board for issue on ‘Q{?Yl\w( 1

O =L~

..............................

EM Yeatman
Chairman

Company Registration No. 3568010
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MICROSAIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

1.1

1.2

1.3

14

1.5

1.6

1.7

Accounting policies

Accounting convention
The financial statements are prepared under the historical cost convention and in accordance with
the Financial Reporting Standard for Smaller Entities (effective April 2008).

The Directors have reviewed the companys cashflows for the next 12 months and based on these
consider it appropriate to prepare the financial statements on the going concern basis.

Turnover
Turnover represents amounts receivable for goods and services net of VAT and trade discounts.

Income received in respect of government grants is also included within turnover.

Patents
Patents are valued at cost less accumulated amortisation. Amortisation is calculated to write off the

cost in equal annual instalments over their estimated useful lives.

Tangihle fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated
to write off the cost less estimated residual value of each asset over its expected useful life, as
follows:

Plant and machinery - 20% to 33.3% on a straight line basis
Fixtores, fittings & equipment - 33.3% on a straight line basis
Computer software & equipment - 33.3% on a straight line basis

Stock

Stock is valued at the lower of cost and net realisable value.

Pensions
The company operates a defined contribution scheme for the benefit of its employees. Contributions

payable are charged to the profit and loss account in the year they are payable.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed
at the balance sheet date where transactions or events that result in an obligation to pay more tax in
the future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between taxable profits and results as stated in the financial statements
that arise from the inclusion of gains and losses in tax assessments in periods different from those
in which they are recognised in the financial statements.

Deferred tax is measured on a non-discounted basis at the average tax rates that are expected to
apply in the periods in which the timing differences are expected to reverse, based on tax rates and
laws that have been enacted or substantively enacted by the balance sheet date.
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MICROSAIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

1.8

1.9

Accounting policies (continued)

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the
rates of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at
the rate ruling at the date of the transaction or forward contract rate, if applicable. All differences
are taken to profit and loss account.

Government grants

Grants are credited to deferred revenue. Grants towards capital expenditure are released to the profit
and loss account over the expected useful life of the assets. Grants towards revenue expenditure are
released to the profit and loss account as the related expenditure is incurred.

31 December 31 May

Operating loss 2010 2010
£ £

Operating loss is stated after charging:

Amortisation of intangible assets 25,382 45,160

Depreciation of tangible assets 42,524 106,671

Auditors' remuneration 5,000 5,000

Directors' emoluments 96,368 148,067

31 December 31 May

Investment income 2010 2010
£ £
Bank interest 6,752 7,756
6,752 7,756

31 December 31 May

Taxation 2010 2010
£ £

Domestic current year tax

UK. corporation tax (80,000) (135,000)

Adjustment for prior years (5,128) (51,085

Current tax charge (85,128)  (186,083)

The company has estimated losses of £2,945,986 (31 May 2010 - £2,329,915) available for carry
forward against future trading profits.
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MICROSAIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

5

Intangible fixed assets

Cost

At 1 June 2010

Additions

At 31 December 2010
Amortisation

At 1 June 2010

Charge for the seven month period

At 31 December 2010

Net book value
At 31 December 2010

At 31 May 2010

Tangible fixed assets

Cost

At 1 June 2010
Additions

At 31 December 2010

Depreciation
At 1 June 2010
Charge for the seven month period

At 31 December 2010

Net book value
At 31 December 2010

At 31 May 2010

Patents
£

246,131

34,048

283,179

127,855

25,382

153,237

129,942

121,276

£

581,213
15,730

596,943

450,852
42,524

493,376

103,567

130,361
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MICROSAIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2016

10

Debtors

Trade debtors
Other debtors

Creditors: amounts falling due within one year

Trade creditors
Taxation and social security
Other creditors

Pension costs

Pefined contribution

Contributions payable by the company for the period

Share capital

Authorised
10,000,000 Ordinary shares of 1p each

Allotted, called up and fully paid
21,565 Ordinary shares of 1p each

31 December 31 May
2010 2010

£ £

3,428 33,333
400,936 306,860
404,364 340,193

31 December 31 May
2010 2010

£ £

51,121 113,075
31,951 30,930
361,001 33,092

444 073 177,097
31 December 31 May
2010 20160
£ £

18,638 32,008

31 December 31 May
2010 20106
£ £

100,000 100,000

216 216
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MICROSAIC SYSTEMS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE SEVEN MONTH PERIOD ENDED 31 DECEMBER 2010

11 Statement of movements on reserves
Share  Profit and

premimm loss

account account

£ £

Balance at 1 June 2010 4,904,283  (3,227,867)
Loss for the period s (801,313}
Balance at 31 December 2010 4,904,283  (4,029,180)

12 Operating lease commitments

At 31 December 2010 the company was committed to making the following payments under non-
cancellable operating leases in the year to 31 December 2011:

31 December 31 May

2010 2010
£ £
Operating leases which expire:
Within one year - 17,694
Between two and five years 60,000 -

60,000 17,694
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